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U.S. Investments in Latin America 


The results of a comprehensive survey of the economic 
significance of U.S. direct investments in Latin America 
have been published by the U.S. Department of Com- 
merce. The companies covered by the survey account 
for 85 per cent of the total assets used by all U.S. com- 
panies in Latin America. Reports were received from 300 
parent companies covering almost 1,000 subsidiaries and 
branches, of which nearly half were located in Mexico, 
Argentina, Brazil, and Cuba. 

U.S. companies produced nearly $5 billion of goods 
and services in Latin America in 1955 and contributed 
substantially to the net product of the area. Exports by 
these companies accounted for 30 per cent of all Latin 
American exports and about one third of such exports to 
the United States. The net direct foreign exchange returns 
to Latin America from operations of these companies was 
$1 billion. Imports by the companies accounted for about 
10 per cent of the area’s total imports, including a signifi- 
cant part of the capital equipment imported. 

U.S. companies generated a considerable portion of 
the area’s total income in 1955. They employed some 
600,000 persons, and payments to their employees were 
nearly $1 billion. Latin American Governments received 
over $1 billion in income and other taxes, accounting for 
a sizable portion of total government revenues. 


U.S. companies have expanded their facilities in Latin 
America at an unprecedented rate since 1946, and present 
investment has a book value of over $7 billion. During 
1955, gross new capital investment by the reporting com- 
panies was about $600 million, including over $400 
million in plant and equipment expenditures. This $600 
million, which is more than four times the amount of 
direct capital outflow recorded in the U.S. balance of 
payments, is for some purposes a more appropriate 
measure of the current flow of U.S. investment. [ Most 
of the difference between the two figures represents 
reinvestment of about $300 million in depreciation and 
depletion allowances, while reinvestment of net income 


retained in the area accounts for about $130 million. ] 


Capital expenditures in Venezuela in 1955 totaled $250 
million, the largest for any country in the area and 
reflecting primarily a rapid expansion of the petroleum 
industry. Petroleum investment was also the most im- 
portant in Colombia; but manufacturing was the major 
field for new investment in Mexico and Argentina, and 


public utilities in Chile and Cuba. 


Source: Department of Commerce, Survey of Current 


Business, Washington, D.C., January 1957. 








Europe 
EPU Settlements for November and December 1956 


The settlement operations for the European Payments 
Union for November 1956 covered a total of net surpluses 
or deficits of 185.0 million units of account (1 unit of 
US$1), and in December 1956 a total of 125.5 


million units. In October the total had been 135 million 


account 


units. The sharp rise in November was due largely to a 
further increase in Germany’s surplus, on the one hand, 
and in the deficits of France and the United Kingdom, on 
the other. The operations in November were influenced 
by certain exceptional capital movements in connection 
with the Suez crisis, but these ceased to play a significant 
role in December. The net surpluses or deficits of the 
EPU member countries for October, November, and 
December 1956 are shown in the accompanying table. 
Creditor countries are presented in descending order, and 
debtor countries in ascending order, of their respective 
cumulative creditor or debtor positions vis-a-vis EPU. 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 
Oct. Nov. 


ve - ‘ 1956 1956 
Creditor Countries 


Germany, Fed. Rep. +101.4 + 133.5 
Belgium-Luxembourg +13.0 4+-7.4 
Netherlands +4.2 —2.1 
Switzerland 12. +6.7 
Sweden +2.7 
Austria ~6§.5 -3. 

Debtor Countries 
Iceland —0.2 —0.1 m 
Portugal + 2.1 ~—1.5 +3.§ 
Turkey +0.4 +1 -l. 


9 
Norway +2.2 +6.1 +5. 
A 


Denmark +5.8 +5 -8.2 
Italy -0.9 -18.7 -33.5 
France -78.4 —93.0 —39.0 
United Kingdom —36.5 —65.9 -22.0 
Greece (quota blocked) +3.2 +3.6 +10.1 


The figures for December include the half-yearly inter- 
est payments from and to EPU. The German surplus in 
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that month was considerably less than in November, 
when it had reached a new record level. Sweden’s excep- 
tionally large surplus in November was followed by a 
smaller surplus in December. Among the deficit coun- 
tries, France continued to have the largest deficit in 
December, although it was much less than the record- 


The U.K. deficit in 


December was only one-third the November deficit. On 


breaking deficit of November. 


the other hand, Italy’s deficit increased substantially. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 


December 17, 1956 and January 18, 1957. 


U.K. Exchange Regulations 


A Bank of England notice to authorized banks relating 
to dealings in currencies of countries outside the sterling 
area, which consolidates notices issued earlier, also gives 
foreign exchange dealers in London slightly more free- 
dom in dealings in currencies of the transferable account 
area. Previously, permission had often to be sought in 
individual cases. Dealers are now given a freer hand 
in arbitrage dealings in all currencies within the trans- 
ferable account area, except those which are freely con- 
vertible into gold or dollars, such as “free” Swiss francs 
and “Compte Financier” Belgian francs. The main re- 
strictions will thus be those still imposed by other coun- 
tries on transfers of their currencies. London dealers 
will accordingly be able te take immediate advantage of 
any opportunities presented by relaxations in countries 
in the transferable account area. 


Source: The Times, London, England, January 19, 1957. 


Netherlands Treasury Position 


The money market and the capital market in the 
Netherlands remained tight throughout 1956. Total 
treasury paper in the hands of the public (including 
private banks) decreased by f. 292 million (US$76 mil- 
lion), but the central bank’s holdings of this paper 
increased by f. 138 million. Whereas in 1955 the Govern- 
ment had obtained f. 850 million from the capital market, 
it drew only f. 400 million from that market during 1956. 
Heavy payments to the municipalities in January 1957 
forced the Treasury to avail itself of direct advances 
from the Netherlands Bank for the first time since 1951; 
these advances totaled f. 34.4 million. Further heavy 
obligations as of February 1 for the service of long-term 
loans and the repayment of treasury paper might force 
the Treasury to increase its advances from the central 
bank. Under the Banking Act of 1948 as amended in 
1955, the Netherlands Bank may furnish the Government 
with noninterest-bearing advances up to f. 150 million. 

It is hoped that the position of the Treasury will be 
alleviated by the recently opened tap issue of three-month 
treasury paper at a discount rate of 3% per cent. This 
is substantially higher than the rate of 3 per cent at 


which three-month treasury paper was tendered up to 
September 17, 1956. 


Source: De Maasbode, Rotterdam, Netherlands. Janu- 
ary 30, 1957. 


Sweden's Balance of Payments 


The Sveriges Riksbank, 
mentary Banking Committee, estimates that in 1956 im- 
ports c.i.f. rose by about 10 per cent, to SKr 11,400 
(US$2,200 million), and that exports f.o.b. 


increased by about 12 per cent, to SKr 10,050 million 


in its report to the parlia- 


million 


(US$1,940 million). The volume of imports increased 
by about 6 per cent, exports by about 9 per cent, and 
there was a slight deterioration in the terms of trade. 
Net receipts from shipping are estimated at SKr 1,175 
million, or about SKr 150 million more than in 1955. 
The index of tramp freight rates rose by about 10 per 
cent and that of tanker rates by about 80 per cent; most 
of the increases in these indices were in the last few 
months of the year. For other services (net), there was 
a deficit of SKr 25 million in 1956, against SKr 35 mil- 
lion in 1955. The goods and services account appears to 
have improved somewhat, and the 1956 deficit is esti- 
mated at about SKr 200 million, whereas in 1955 it was 
SKr 414 million. 

In 1955 net foreign exchange holdings of the Riksbank 
and the private banks rose by SKr 38 million; since 
known net capital transactions, other than private short- 
term capital movements, were negligible, it was esti- 
mated that there had been a net inflow of private short- 
term capital of about SKr 451 million ($87 million). 
In 1956 there seems to have been a net inflow of private 
short-term capital of no less than SKr 514 million, while 
other known net capital movements resulted in a capital 
outflow of SKr 100 million. 
exchange position improved by SKr 214 million in 1956, 
and at the end of the year the Riksbank held SKr 2,448 
million ($473 million) in gold and foreign exchange 
(net). Of these holdings, 97 per cent was in gold and 


The country’s foreign 


U.S. dollars, in contrast to 87 per cent at the end of 

1955. Net foreign exchange assets of the commercial 

banks were SKr 317 million ($61 million). 

Source: Sveriges Riksbank, Report 
Banking Committee, Stockholm, Sweden, Janu- 
ary 10, 1957. 


to Parliament's 


Swedish National Budget 


The most notable feature of Sweden’s economic devel- 
opment in 1956 was the rise in exports, according to the 
Swedish National Budget. Domestic demand for goods 
and services in 1956 did not increase to the same extent 
as that for export products. While public consumption 
continued to rise at a relatively rapid pace (5 per cent), 
the volume of public investment remained more or less 
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unchanged over the past two years. Private consumption 
in 1956 is estimated to have risen by over 2 per cent, 
which is somewhat smaller than in 1955. The increase 
in real income was also less than in 1955, nominal per- 
sonal income rising by 7-8 per cent and consumer prices 
by 5 per cent. 

Private investment increased by 2 per cent, the same 
as for private consumption, whereas in 1955 consumption 
showed a steeper rise than investment. Construction of 
houses increased by 5 per cent, while private industrial 
investment remained more or less constant. 

As a consequence of the more restrictive economic 
policy, the increase in total production, estimated at only 
about 2 per cent, was less than in previous postwar years. 

The report contains no detailed forecast for 1957, 
because the result of the forthcoming wage negotiations 
and the effects of the oil crisis are uncertain. However, 
it is estimated that production will again increase by 2 
per cent. If the Suez conflict should not result in any 
more serious repercussions on the world economy, Swed- 
en’s export industries can continue to count upon rela- 
tively satisfactory sales, even though the rate of increase 
in exports may be lower than in 1956. In spite of the 
fact that import prices are expected to rise more steeply 
than export prices, there are hopes that the balance of 
payments on goods and services account may be more 
favorable in 1957. 

Some expansion of public expenditure is foreseen for 
1957, especially in municipal spending. The increase in 
public consumption is estimated at 6 per cent and in 
public investment at 5 per cent. Private investment is 
likely to rise by 2 per cent. Industrial investment is 
expected to remain largely unchanged, smaller invest- 
ment in machines being offset by increased expenditure 
on plant and buildings. The scope for an increase in 
private consumption is narrow. 

Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 12, 1957. 


Finnish Tourist Exchange Allocation 


The Bank of Finland has reduced the amount of for- 
eign exchange that Finnish residents going abroad may 
buy, from Fmk 25,000 to Fmk 20,000 for each journey 
to Scandinavian countries and from Fmk 50,000 to 
Fmk 40,000 for each visit to other countries. Foreign 
exchange continues to be sold at the tourist rates of 
exchange, which involve a premium of about 42 per cent 
over the official rates. 

Source: Svenska Dagbladet, Stockholm, Sweden, Janu 
ary 21, 1957. 


Control of Italian Textile Exports to the United States 


The U.S. Department of State has announced that in 
1957 Italy has agreed to limit to 1,375,000 square yards 
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its exports of velveteens to the United States. This is a 
reduction of 425,000 square yards, or almost one fourth, 
from the volume shipped to the United States in 1955. 
(Italian velveteen exports to the United States in 1956 
are estimated as about equal to the amount of the new 
quota.) The Italian action follows a broader move by 
Japan in January to limit all textile exports to the United 
States (including velveteens) for the next five years (see 
this News Survey, Vol. 1X, p. 225). 

Since Italy and Japan are the major suppliers of 
velveteens to the U.S. market, the two agreements will 
have the effect of reducing total U.S. velveteen imports in 
1957 to about 3,900,000 square yards, less than half the 
total of 8,600,000 square yards imported from all coun- 
tries in 1955. 

Source: The Wall Street Journal, New York, N.Y., Janu- 


ary 30, 1957. 


Bank Control in West Germany 


The Cabinet of the Federal Republic of Germany has 
prepared a bill providing for the creation of a central 
supervisory authority for the commercial credit system. 
The gradual reconcentration of the big banks and the 
law regarding capital investment companies make it neces- 
sary, in the opinion of the Ministry of Economy, to cen- 
tralize again the supervision of credit. It is considered 
undesirable that the three big bank groups, i.e., Deutsche, 
Dresdner, and Commerzbank, should be responsible to 
ten different supervisory authorities. (The responsibility 
for credit supervision is at present shared by all the Land 
authorities.) The law provides for the formation of a 
government authority, whose chairman will be appointed 
by the President of the Republic on the proposal of the 
Government, after consultation with the Bank deutscher 
Lander. The Lander are expected to oppose this bill and 
to point out that the supervision of insurance firms is at 
present divided between them and the Federal Govern- 
ment. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, January 10, 1957. 


New Austrian Foreign Trade Law 


A new Foreign Trade Law, enacted by the Austrian 
Parliament, became effective on December 1, 1956 and 
is to remain in force until December 31, 1959. The 
previous Foreign Trade Law, which used to be extended 
each year, was allowed to lapse at the end of 1955. As 
passage of the new law was delayed by an interparty 
dispute, Austria was without a specific law to govern its 
foreign trade during the past year. As a temporary 
expedient, the Government issued ordinances based on 
existing economic control legislation, such as the Raw 
Material Control Law and the Food Control Law. A 


Constitutional Court decision, however, blocked this pro- 
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cedure, and the ordinances went out of force on Novem- 
ber 30, 1956. 

The new law provides that all goods except those 
enumerated in several appended lists may be exported or 
imported without a license. Also, licenses are not 
required for certain special types of export and import, 
such as small shipments up to a value of S 500, goods in 
bond, and most gift shipments up to a value of S 1,000. 
In order to control transit trade, a license is required for 
the export of all goods not of Austrian origin. 

Goods on the OEEC liberalization list which are im- 
ported from an OEEC country require neither an import 
nor an exchange license. Goods on the dollar liberaliza- 
tion list which are imported from the dollar area (United 
States and Canada) require no import license but must 
have the exchange license from the Austrian National 
Bank that is required for all imports from the dollar 
area. Exchange licenses are required for all nonliberal- 
ized imports from all areas. 

The value of goods for personal use that travelers may 
bring into Austria has been increased from S 2,500 to 
S 2,600, and the value of souvenirs that may be taken 
out has been raised to S 13,000, from S 10,000. 

For most goods, import or export licenses are issued by 
the Federal Ministry of Trade and Reconstruction, but 
for some goods they are issued by the Ministry of Agri- 
culture or Interior. The processing of applications must 
be completed withirt three weeks instead of four weeks 
as under the previous law. The Ministries are permitted 
to delegate their license-issuing authority to the Customs 
and the authorities of the Aus- 


trian provinces will be permitted to issue licenses for 


Offices in certain cases; 


transactions which, under the law, do not need to be 
reviewed by the Foreign Trade Committee. 

The Foreign Trade Committee is an advisory board 
under the chairmanship of the Ministry of Trade and 
Reconstruction, and includes representatives from other 
Ministries and the Austrian National Bank. It decides 
questions of policy; reviews all import transactions in- 
volving shipments valued at over S 150,000; and also 
reviews all compensation transactions, shipments exceed- 
ing quotas provided in bilateral trade agreements, and 
imports or exports of a few selected commodities which 
are listed in an appendix to the law. 

An important feature of the law is a provision that 
allows the Government temporarily to add items to or 
withdraw items from the list of commodities requiring a 
license if conditions appear to make such action neces- 
sary: however, any changes of this sort must be sub- 
mitted to a special committee of Parliament for approval. 
Landerbank. 
Nachrichten, Vienna. 
1956; Foreign 
Commerce Weekly, Washington. D.C.. Janu- 
ary 14, 1957. 


W irtschaftliche 


Austria, December 15, 


Sources: Osterreichische 


Department of Commerce, 
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Middle East 
Freight Surcharges to Red Sea Ports 


The minimum surcharge to which shipping to Red Sea 
and Gulf of Aden ports is subject, and which had been 
20 per cent, has been at least doubled; for Port Sudan, 
the new charge became effective on January 1, 1957, and 
for all other ports on January 4, 1957. 
were made on account of the sharp rise in fuel prices. 
The ports in the northern part of the Red Sea, such as 
Aqaba, will probably be most seriously affected by these 


The increases 


changes, as there will be a tendency to reroute shipping 
via Mediterranean ports. 
Sources: The Financial Times, London, England, De- 


cember 31, 1956 and January 4, 1957. 


Payment for Egyptian Imports 


The Egyptian Ministry of Finance has issued instruc 
tions to the effect that all import licenses for U.S. goods 
will be canceled unless exporters accept payment in 
Egyptian pounds. A similar order has been issued cover- 
ing imports from West Germany. 

This is the latest step taken by Egypt to solve the 
problems arising from the scarcity of its free foreign 
exchange resources. Following the nationalization of 
the Suez Canal last June, the United Kingdom imposed 
restrictions on Egyptian sterling balances, and the United 
States on dollar balances. Egypt has been increasing its 
trade under bilateral arrangements or arrangements in- 
volving settlkement in currencies other than sterling. 
Twenty-three countries are reported to have arrangements 
which permit the acceptance of Egyptian pounds in their 
trade transactions with Egypt. 

Source: The Journal of Commerce, New York, N.Y.., 


January 24, 1957. 


Far East 
Trade Between India and U.S.S.R. 


India’s exports to the U.S.S.R. in the first ten months 
of 1956 amounted to Rs 81 million (US$17 million), 
which is considerably above the exports of Rs 25 million 
($5.25 million) in the full calendar year 1955. Imports 
from Russia were Rs 127 million ($27 million), com- 
pared with Rs 31 million ($6.5 million) in January- 
October 1955. Metals valued at Rs 99 million accounted 
for most of the imports in the 1956 period. India’s major 
exports to Russia in this period were tea, Rs 23 million; 
wool, Rs 12 million; hides and skins, Rs 12 million; jute 
textiles, Rs 11 million; lac, Rs 6.6 million; pepper, Rs 6.5 
million: coffee, Rs 4.1 million; and cashew nuts, Rs 3.9 
million. However, in order to pay in rupees for its steel 
imports from the U.S.S.R. in the next three years, India 
will have to increase its exports to Russia to nearly Rs 230 
million ($48 million) per annum. 
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New agreements for the export of iron ore, tobacco, 
and handicrafts to the U.S.S.R. are being negotiated by 
India’s State Trading Corporation, while prospects for 
increasing exports of Indian coffee, tea, and jute textiles 
to Russia this year are considered encouraging. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, January 16, 1957. 


Trade Contract Between Ceylon and Mainland China 


A price and quantity contract for 1957, the last year 
of the five-year trade agreement between Ceylon and 
1956. 
Ceylon is to supply 50,000 metric tons of sheet rubber, 


Mainland China, was signed on December 29, 


and China will supply 270,000 metric tons of rice. The 
price of rubber per pound will be based on the average 
Singapore f.o.b. price with the following premiums: 
t!od. when the Singapore price is between 22!od. and 
28d.; 3d. when the Singapore price is between 28d. and 
35d.; 2d. when the price is between 35d. and 40d.; 
and 1d. when the price is over 40d. All these premiums 
are based on a floor price of 27d. They are lower than 
the premiums for 1955. The price of rice was agreed at 
£30 7s. 6d. per ton f.o.b. Chinese ports, exclusive of cost 
of bags. During 1956 Ceylon paid £33 per ton until 
May and £31 per ton afterward. 

The general agreement for other items has been ex- 
tended for another year by an exchange of letters. 
Sources: The Financial Times, London, England, Decem- 
ber 31, 1956; Ceylon News, Colombo, Ceylon, 
January 3, 1957. 


National Import Commission in Cambodia 


The Prime Minister of Cambodia signed a decree on 
December 6, 1956 creating a National Import Commis- 
sion, to operate under the direction of the Secretariat of 
Industry. It will submit foreign exchange allocation 
programs to the Secretariat. One section of the Commis 
sion will present an allocation program for the foreign 
exchange resulting from U.S. aid, and a second section 
a program for the use of other foreign exchange resources. 
Source: Banque Nationale du Viet-Nam, Bulletin Econo- 


mique, Saigon, Viet-Nam, December 31, 1956. 


Rubber Production in Viel-Nam 


Rubber production reported by plantations of over 
500 hectares in Viet-Nam amounted to 39,160 metric tons 
during the first nine months of 1956, a 14 per cent 
increase over production in the first nine months of 1955. 
The expansion was due to an increase in the area tapped 


and in the number of workers. 


It has been announced that Viet-Nam will participate 
in the International Rubber Conference to be held in 
Bandung about June 1957. 


Source: Banque Nationale du Viet-Nam, Bulletin Econo- 


mique, Saigon, Viet-Nam, December 15, 1956. 


Investment in Taiwan by Chinese Overseas 


Taiwan’s Ministry of Economic Affairs reports that 
investment in Taiwan by Chinese living abroad more 
than doubled in the past year. The number of firms 
financed by such investments and licensed by the Taiwan 
Government doubled in 1956, to 110. The 110 companies 
have an aggregate capitalization of US$14.6 million plus 
HK$18.2 million and £24,950; 29 of the enterprises are 
still building plants and installing equipment. 

In terms of capital, the 55 new enterprises licensed in 
1956 represent far more than half of the total investment 
to date. The Ministry of Economic 
that the 55 new units have a total capitalization of 
US$12,375,000, HK$7,061,000, and £9,450. 


newly licensed firms, 6 will manufacture artificial fibers. 


Affairs points out 
Among the 
a new industry in Taiwan. Other new establishments 
include those manufacturing textiles. flour. electric clocks. 
engineering electrical canned 


equipment, appliances, 


goods, foam rubber, and hardware. 
Source: Chinese News Service. Press Release, New York. 
N.Y., January 8, 1957. 


Taiwan's Sugar Exports 


The Taiwan Sugar Corporation made a new record in 
its foreign sales by exporting some 720,000 metric tons 
of sugar in 1956. In its trade in earlier years, the Taiwan. 
Sugar Corporation depended largely on barter sales to 
foreign buyers, with Japan being the chief barter pur- 
chaser and accounting for 60 per cent of the company's 
foreign exchange earnings. In 1956, however, the barter 
income was cut to 28 per cent, while sales to countries 
that make payment in ordinary foreign exchange ac- 
counted for about 72 per cent. Marked gains were 
reported in the Corporation’s sales in Iran, Singapore, 


Malaya, British North Borneo, British East Africa, Cey- 
lon, Iraq, Viet-Nam, Thailand, and Hong Kong. 


The large exports last year were made possible by a 
redistribution of unfilled quota allotments and a general 
increase in the export quotas in effect. Taiwan’s basic 
quota for 1956 under the International Sugar Agreement 
was only 600,000 metric tons. It is also reported that 
l'aiwan’s sugar production is expected to reach a record 
high of 850,000 metric tons in the current crop year 
(ending March 1957). 


has reported that the International Sugar Conference has 


The Taiwan Sugar Corporation 


decided to raise Taiwan’s export quota to 750,000 tons 


this year. 


Source: Chinese News Service. Press Release. New York. 
N.Y., January 8, 1957. 


Japanese Whaling Industry 


Japan is expected to send seven whaling expeditions 


to the Antarctic during the 1957-58 season: the number 





dispatched in 1956-57 was five and in 1955-56 three. 
This increase will place Japan second only to Norway 
among the participating nations; at present Norway has 
nine expeditions. The expansion of the Japanese whaling 
industry is taking place largely through purchases of 
whaling companies which had been operating in the 
Antarctic under the flags of other nations, e.g.. Panama, 


the United Kingdom, and the Union of South Africa. 

In the 1955-56 season, Japan, with three expeditions 
and one land station, produced 17 per cent of the total 
oil output; Norway, with nine expeditions and one land 
station, produced 36 per cent. 

Source: Department of Agriculture. Foreign Crops and 


Markets, Washington. D.C., December 31, 1956. 


United States and Canada 


U.S. and Canadian Funds for Suez Canal Clearance 


In response to a UN appeal for funds to pay the 
expenses of the initial work of clearing the Suez Canal, 
the U.S. Government will advance up to $5 million. 
Terms and arrangements will be worked out with the 
Secretary General. The U.S. Government understands 
that the United Nations is seeking to obtain a maximum 
of advances from other UN members, and that the Gov- 
ernment of Egypt has given assurance of full cooperation 
in the clearing operations. 

The Finance Minister of Canada has included in his 
second supplementary budget estimates for the current 
fiscal year (ending March 31, 1957) a request for $1 mil- 
lion as a loan to the United Nations to help finance the 
clearing of the Canal. 

Sources: Department of State, Bulletin, Washington, 
D.C., January 21, 1957; The Globe and Mail, 
Toronto, Canada, January 23, 1957. 


U.S. Business Conditions 


The Federal Reserve Board’s seasonally adjusted index 
of industrial production in the United States in Decem- 
ber 1956 was 147 per cent of the 1947-49 average, one 
point higher than the revised November figure and three 
points higher than the December 1955 index. The index 
averaged 143 for the full year 1956, compared with 139 
for 1955. Automobile production increased in December, 
and steel output was maintained at capacity. In early 
January, steel ingot production was scheduled at 98 per 
cent of 1957 capacity, which is 4 per cent larger than 
capacity in 1956. Following a slight fall in November, 
the seasonally adjusted production of nondurable goods 
rose again in December. 

Owing to seasonal factors, total civilian employment 
fell by 700,000, to an estimated 64.6 million, in the week 
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ended December 15. The December 
average total employment for 1956 to a record figure of 


65.0 million 


estimates bring 


1.8 million more than in 1955. The peak 
was recorded in August, when total employment reached 
66.8 million. In December, unemployment continued at 
an estimated 2.5 million. On an annual basis, unemploy- 
ment fell from an average of 2.65 million in 1955 to 2.55 
million in 1956. For 1956 as a whole, the total labo: 
force averaged 70.4 million (or 59.3 per cent of the 
population of working age), a gain of 1.5 million from 
the 1955 average. The peak for 1956 occurred in June and 


July. when 72.3 million persons were in the labor force. 


After seasonal adjustment, the dollar volume of depart- 
ment store sales in December was virtually the same as 
in November. Sales of other stores in December also 
continued at the record high figures reached in November. 
Dealer deliveries of new automobiles rose further, but 
were still below the number sold in December 1955. 
The wholesale commodity price index advanced furthe: 
from mid-December to mid-January and was 4 per cent 
above a year ago. Average prices of industrial commodi- 
ties continued to rise. Prices of various steel mill prod- 
ucts, crude oil, gasoline, fuel oils, cement, and wool 
textiles continued to advance in December and the first 
two weeks of January. 


Sources: Department of Labor, Press Release, Janu- 
ary 11, 1957, Board of Governors of the Fed- 
eral Reserve System, National Summary of 
1957, and 
Department of Commerce, Labor Force, Janu- 


ary 1957, Washington, D.C. 


Business Conditions, January 15, 


Sale of U.S. Government Tin Smelter 


The U.S. Federal Facilities Corporation (FFC) has 
announced the sale of the Government's tin smelter at 
Texas City to the Wah Chang Corporation of New York. 
The selling price was $1,350,000, with the buyer agreeing 
to make additional payments of up to $2 million, depend- 
ing upon the success of the operation of the smelter 
under its new ownership. Additional payments will be 
based upon a government formula not made public. An 
FFC official stated that these payments would be tanta- 
mount to the Government's sharing in the profits if the 
new operation is successful. The sale agreement calls for 
a downpayment of 10 per cent, with the remainder to be 
paid in annual installments over a ten-year period with 
interest at 4 per cent. 


The Wah Chang Corporation will adapt the plant to 
tungsten and tin alloy production, in addition to continu- 
ing the smelting of tin. The plant was built in 1941-42 
as a wartime emergency project and is the only tin 
smelter of significant size in the Western Hemisphere. 
The only other bid received for the plant was withdrawn 
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on December 20, 1956. The original U.S. Government 
cost plus subsequent capital expenditures is estimated at 
$13 million and present depreciated value at about $5 
million. 
Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N.Y., January 4, 1957. 


Expansion of U.S. Guarantees on Investment Abroad 


The International Cooperation Administration (ICA) 
has announced a new program to protect U.S. investments 
abroad against losses from war damage. The new cover- 
age is an extension of the investment guarantee program 
which, since 1948, has offered protection against losses 
from expropriation and from the inconvertibility of 
foreign currency earnings. The addition of war damage 
guarantees has been a subject of discussion by the Execu- 
tive Branch and the Congress for the past six years; it 
was authorized by an amendment to the Mutual Security 
Act of 1956. 


The guarantee will protect against loss resulting from 


direct damage to or the destruction of plant, equipment. 


and facilities covered by a contract and caused by wat 
or enemy attack, including action taken by governmental 
authority in hindering, combating, or defending against 
an actual, pending, or expected attack. This does not 
include consequential damage or damage caused by civil 
war, rebellion, or civil strife arising therefrom. 

The maximum amount of guarantee obtainable will be 
90 per cent of the value of the investor's ownership in 
the physical property. The fee charged will be !2 per 
cent per year of the dollar amount of protection. 
Source: The Journal of Commerce, New York, N.Y.., 

January 28, 1957. 


Canadian Money Market 


According to press reports, the Bank of Canada has 
agreed with 12 principal dealers in government securities 
that the market facilities for borrowing government secu- 
rities will be supplemented by the Bank of Canada upon 
request. Under this arrangement, a dealer who is unable 
to borrow a particular security in the market at a satis- 
factory charge may borrow it from the Bank of Canada 
upon temporary deposit of other securities. Such a 
switch will have to be reversed within a stated time limit, 
expected to be 30 days. For this service the Bank of 
Canada is setting no fixed price, but each transaction 
will be considered by itself. The provision of these 
switch facilities, which are also offered by other central 
banks, including the Federal Reserve Bank of New York, 
is regarded as another step in the development of a 
mature and stable money market. 


Source: The Financial Post, Toronto, Canada, Febru- 
ary 2, 1957. 


Canada’s Investment Outlook 


In a speech before the Canadian Construction Asso- 
ciation, Canada’s Prime Minister estimated total capital 
‘ 


investment in 1957 at $8.7 billion, which is $1 billion 


more than in 1956. The increase in physical terms 
would be about 7 per cent, the balance representing 
higher prices. Following an increase of 22 per cent 
between 1955 and 1956, the expected 1957 rise will 
greatly intensify present shortages of labor, materials, 
and investment funds. Since October 1955 the Govern- 
ment and the Bank of Canada have been attempting to 
restrain the growth of credit so as to avoid strengthening 
inflationary pressures, and budget policy also has aimed 
at a federal surplus which has been used to redeem debt. 

The shortage of investment funds and the rise in inter- 
est rates have brought particular concern to house build- 
ers. Conventional mortgage rates have risen gradually 
from 6 to 6! or 7 per cent. As a result, the 5'2 per 
cent mortgages insured by the Government under the 
National Housing Act have been unable to attract invest- 
ment funds. Although a record total of over 135.000 
houses was completed in 1956, the number of new houses 
started under the National Housing Act dropped sharply 
in the final months of the year. To remedy this difficulty. 
the maximum interest charge on NHA mortgages was 
raised on January 22 to 6 per cent, increasing by about 
1/20 the size of installment payments on typical new 


mortgages of 25 years’ length. 


Source: The Globe and Mail, Toronto. Canada. Janu- 


ary 22, 1957. 


Latin America 


Import Taxes in Ecuador 


Ecuador imposed, as of December 22, 1956, a new 
import tax of 5 per cent on the c.i.f. value of goods on 
its exchange control List 1 (essential and semiessential 
articles). The tax, which is one of several recent meas- 
ures designed to bring in additional revenue to assist in 
balancing the budget, will remain in effect for two years 
from the effective date. It is to be paid by importers 
when the import permit is issued, and it will be assessed 
against all imports except medicines and surgical imple- 
ments for use in hospitals of the Council of Public 
Assistance, the Welfare Council of Guayaquil, the Anti- 
tuberculosis League, the Cancer Society, and the Red 
Cross. The requirement of advance deposits of 5 or 15 
per cent of the value of imports in List 1 has been 


abolished. 
Under the Monetary Board’s Regulation No. 193 of 


December 27, 1956, a 10 per cent tax on the c.i.f. value 


of the goods was imposed on List 2 imports (nonessential 
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and luxury articles), to replace the 10 per cent tax on 
the f.o.b. value of specified articles on this List. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., January 28, 1957. 


Economic Developments in Chile 


The stabilization measures undertaken recently by the 
Chilean Government (see this News Survey, Vol. IX, 
p- 149) were reflected in the decline of 0.2 per cent in 
November in the cost of living index, the first decrease 
in years. 

Foreign exchange reserves decreased in November as 
Central Bank holdings abroad fell to $12.3 million, from 
$19.2 million at the end of October. Although the drain 
was somewhat less than that in October, it was sufficient 
to cause uneasiness, particularly in view of a net increase 
in November of $20 million in import orders awaiting 
cover; on November 30 such orders totaled $107.1 
million. 


The banking exchange rate for U.S. dollars continued 
to depreciate, from Chil$516 buying and Chil$519 sell- 
ing on November 2 to Chil$533 and Chil$536, respective- 
ly, at the end of the month; the brokers’ buying and 
selling rates rose from Chil$590 and Chil$595, respective- 
ly, on November 2, to Chil$628 and Chil$631 and then 
dropped back to Chil$603 and Chil$606 at the end of 
the month. 


Credit was eased in November in response to seasonal 
factors and increasing complaints that its tightness was 
causing a serious slowdown of business. As a result, the 
Central Bank put into effect on November 22 a special 
discounting procedure to expand credit; by the end of 
the month the Bank had released more than Chil$2 billion 
in this manner. 

The budget for 1957, which was published in the 
Diario Oficial on January 1, estimates receipts and expen- 
ditures in national currency at Chil$221 billion and 
Chil$256 billion, respectively. Receipts in foreign cur- 
rency are estimated at US$130 million and expenditures 
in foreign currency at US$67 million. 

Sources: El Mercurio, Santiago, Chile, January 6, 1957; 
Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., January 28, 1957. 


Uruguayan Advance Deposit Requirements 


A new decree in Uruguay permits as much as 50 per 
cent of the advance deposits required against imports to 
be made in Mortgage Bank bonds. Apparently this 
measure is retroactive and will, therefore, enable im- 
porters to deposit Mortgage Bank bonds and receive 
back approximately Ur$55 million of the advance de- 
posits already made (see this News Survey, Vol. IX, 


p. 220). It is argued that the new provision will provide 
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a stimulus to the construction industry by increasing the 
demand for Mortgage Bank bonds. 


Source: El Bien Publico (Weekly Airmail Edition), 
Montevideo, Uruguay, January 29, 1957. 


Fund Executive Director and Alternate Director 


Mr. Guy F. Thorold has been appointed Executive 
Director of the Fund for the United Kingdom as of 
February 1, 1957, to succeed Viscount Harcourt. Mr. 
Thorold was formerly Governing Director, A.W. Bain 
& Sons, Limited. In 1948, he was a member of the U.K. 
Delegation to the Organization for European Economic 
Cooperation. 

Mr. Thorold has reappointed Mr. R.E. Heasman as 
U.K. Alternate Director. 


Fund Transactions 


In view of recent drawings of U.S. dollars from the 
Fund, and the obligations entailed in the stand-by ar- 
rangements made with Fund members, the Fund has sold 
$300 million of its gold holdings to the U.S. Treasury 
for U.S. dollars. These U.S. dollars are held in the form 
of noninterest-bearing notes. 

After this sale, the Fund’s holdings of U.S. dollars 
stand at $1.4 billion, and of gold at $1.6 billion. Since 
March 1947 the Fund’s gold holdings have increased by 
about $600 million as a result of payments by its mem- 
bers of charges, new subscriptions, and repurchases. As 
members continue to discharge their repurchase obliga- 
tions, it is expected that the Fund will continue to 
acquire gold. 

The record of Fuad transactions published in /nterna- 
tional Financial Statistics, February 1957, shows that in 
November 1956 El Salvador purchased from the Fund 
$2.5 million and that Iran purchased $2.2 million. Also 
in November Chile repurchased pesos equivalent to $0.2 
million and Iran repurchased rials equivalent to $3.2 
million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





